BAKGCRS:°OAK IT REC ‘CHANDLERS *LCEOCUS *JCANSD VVCS I 
FASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST-THE WILD PAIR: SIZE 5-7-9 SHOPS:BURTS 
THE HANDYMAN - JOAN BARI- JEANS WEST: OAK TREE 
SIZE 5-7-9 SHOPS: FASHION CONSPIRACY - CHANDLERS 
DAK TREE- LEEDS: CHANDLERS: JEANS WEST: BAKERS 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS - JOAN BARI 
CHANDLERS: SIZE 5-7-9 SHOPS-FASHION CONSPIRACY 
LEEDS - THE WILD PAIR: BURTS : BAKERS: CHANDLERS 
JOAN BARI: JEANS WEST: OAK TREE: THE HANDYMAN 
BURTS-FASHION CONSPIRACY: THE HANDYMAN- LEEDS 
BAKERS- OAK TREE:-CHANDLERS- LEEDS JEANS WEST 
FASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST-THE WILD PAIR: SIZE S-7-9 SHOPS: BURTS 
THE HANDYMAN -: JOAN BARI: JEANS WEST: OAK TREE 
SIZE S-7-9 SHOPS: FASHION CONSPIRACY - CHANDLERS 


DAK TREE- LEEDS: CHANDLERS: JEANS WEST:BAKERS 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BARI 
CHANDLERS:SIZE 5-7-9 SHOPS:FASHION CONSPIRACY 
LEEDS:-THE WILD PAIR: BURTS : BAKERS: CHANDLERS 
JOAN BARI: JEANS WEST: OAK TREE- THE HANDYMAN 
BURTS:-FASHION CONSPIRACY:THE HANDYMAN:LEEDS 
BAKERS: OAK TREE -CHANDLERS:LEEDS JEANS WEST 
FASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST:THE WILD PAIR: SIZE 5-7-9 SHOPS:BURTS 
THE HANDYMAN : JOAN BARI: JEANS WEST : OAK TREE 
SIZE 5-7-9 SHOPS: FASHION CONSPIRACY : CHANDLERS 
DAK TREE: LEEDS: CHANDLERS: JEANS WEST:-BAKERS 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BARI 
CHANDLERS:SIZE 5-7-9 SHOPS:FASHION CONSPIRACY 
LEEDS - THE WILD PAIR: BURTS : BAKERS: CHANDLERS 
JOAN BARI-JEANS WEST: OAK TREE: THE HANDYMAN 

URTS:FASHION CONSPIRACY:THE HANDYMAN:LEEDS 
BAKERS: OAK TREE:-CHANDLERS-LEEDS JEANS WEST 
FASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST:THE WILD PAIR:SIZE 5-7-9 SHOPS:BURTS 
THE HANDYMAN : JOAN BARI: JEANS WEST: OAK TREE 
SIZE 5-7-9 SHOPS: FASHION CONSPIRACY > CHANDLERS 
OAK TREE:-LEEDS: CHANDLERS: JEANS WEST-BAKERS 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BARI 
CHANDLERS :SIZE S-7-9 SHOPS:FASHION CONSPIRACY 
LEEDS -THE WILD PAIR: BURTS - BAKERS: CHANDLERS 
JOAN BARI: JEANS WEST: OAK TREE: THE HANDYMAN 
BURTS:FASHION CONSPIRACY: THE HANDYMAN:LEEDS 
BAKERS:OAK TREE-CHANDLERS: LEEDS ‘JEANS WEST 
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EDISON BROTHERS SHOE STORES 


1,125 stores and departments 
Shoe stores: Chandlers, Bakers, Leeds, Burts, The Wild Pair 
Leased shoe departments, Joan Bari Boutiques 


THE HANDYMAN 
75 stores. Do-it-yourself hardware 


and building materials 


JEANS WEST/OAK TREE 
316 stores Jeans West young people's casual clothing 
Oak Tree: contemporary men's clothing 


SIZE 5-7-9 SHOPS 


200 stores. Small-size junior clothing 


FASHION CONSPIRACY 
256 stores. Young women's and juniors 


clothing and accessories 





Edison Brothers Stores Inc. 
Founded in |ISee by Samuel B. Edison |) Harry Edison |) Mark A. Edison ( Irving Edison () Simon Edison 


THE YEAR IN BRIEF 


Net sales 

Net income 

Total cash dividends 
Total taxes 


Net income 

Common stock dividends 
Total taxes 

Common stockholders’ equity 


Working capital 
Long-term debt 
Common stockholders’ equity 


Number of preferred shares outstanding 
Number of common shares outstanding 
Number of stockholders of record 

Units at end of year 


ANNUAL MEETING 
of stockholders will be held in the offices of the 


Company at 400 Washington Avenue, St. Louis, Missouri, 


at 11. a.m. on Monday, April 27, 1981. A notice of 
the meeting with a proxy statement is mailed with this 
report to holders of common stock 


1980 


$853,389,000 
42,457,000 
15,308,000 
52,467,000 


Per Share 
$ 3.68 
1.32 

4.55 
20.95 


$111,923,000 
11,990,000 
241,085,000 


18,134 
11,507,211 
5,600 
1,972 


1979 


$793,395,000 
44,386,000 
14,687,000 
54,416,000 


Per Share 
$ 3.84 
1.27 

4.72 
18.60 


$ 109,958,000 
13,849,000 
213,370,000 


18,225 
11,473,214 
5,600 
Iadoe 


% Change 


+8% 
—4% 
+4% 
—4% 


—4% 
+4% 
—4% 

T1IS% 


at 


—13% 
+13% 


10% 


BERNARD A. EDISON 
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JULIAN I. EDISON 


TO OUR STOCKHOLDERS: 


Edison Brothers Stores, Inc. sales reached a 
record level of $853,389,000 for the 53 weeks 
ended January 3, 1981, up 7.6% over the 
preceding 52-week year. Profits for the year 
decreased by 4.3 %, however, and amounted to 
$42,457,000 or $3.68 per share. 

Dividend payments in 1980 exceeded $15 
million. More than $149 million was paid in wages 
and salaries. Taxes paid by the company 
totaled over $52 million. 

The year ended on a favorable note, with 
holiday buying exceeding expectations. Sales 
for the fourth quarter and for December showed 
the greatest increases of the year over comparable 
1979 periods, even after adjustment for the extra 
week. The fourth quarter also showed a profit 
increase over the same period of the prior year, 
which had been our previous pattern. 

This improvement was led by the shoe division. 
Aided by sophisticated computerized systems, 
this division’s merchandising departments 












continue to refine their capacity to tailor their 
offerings to local preferences. Higher fourth 
quarter sales contributed to record profits for the 
shoe division in 1980. 

The Handyman division, after a history of steady 
gains, showed sales decreases in comparable 
stores for the year. Margins were lower because 
of aggressive price promotions designed to 
stimulate sales and retain market share. As a result 
of the lower margins, profits declined at a rate 
greater than the decline in sales. 

The apparel segment of the company 
reported higher dollar profits than in 1979. The 
two women's apparel divisions, Size 5-7-9 Shops 
and Fashion Conspiracy, reported small increases 
in comparable-store sales. Fashion Conspiracy 
returned to a modest level of profitability in 1980 
after experiencing asmall loss in 1979. Size 5-7-9 
Shops’ improvement in sales was offset by higher 
markdowns and increased expenses. 

In a year that was generally poor for men’s 
apparel stores, Jeans West/Oak Tree suffered 
sales decreases in comparable stores, but 
improved profits slightly through tight control of 
inventory and expenses. 

Inventories at the beginning of 1980 were 
higher than desired in all areas of the company. 
During the year, vigorous steps were taken that 
brought inventories back into line. We consider 
that inventory currently is at a reasonable level 
and that its composition is appropriate for the 
season we are now entering. 

During 1980 we opened 211 new stores, 
representing all divisions. Thirty-one older units 
were closed, for a year-end total of 1,972. 

A highlight of 1981 expansion will be the 
opening of our 2,000th store sometime in the 
first half of the year. 

Expansion in 1980 was financed by record 
capital expenditures of $44 million, all of which 


was internally generated. Liquidity remained very 
strong, with over $45 million in cash and short- 
term investments at year end, an increase of $10 
million compared with the end of 1979. Capital 
expenditures for expansion in 1981 are expected 
to be in the same range as 1980; these funds will 
again be generated internally. 


The number of new stores opened in 1981 
will probably be slightly lower than in 1980. 
Higher interest rates have brought a decline in 
construction of new shopping centers, which is 
likely to continue in the next few years. In 1981, 
the effect on Edison Brothers will be substantially 
offset by leasing opportunities available to us in 
existing centers. 

Two vice presidents of Edison Brothers Shoe 
Stores retired in 1980. Marvin Edelman, a 46-year 
veteran, was shoe merchandise controller and 
head of shoe distribution. Harold C. Robison, 
regional manager, had been a valued member of 
the sales division for 43 years. 

We were saddened by the sudden death of 
Virgil Gilger, a 32-year Edisonian, who was 
vice president and divisional sales manager of 
Size 5-7-9 Shops. 

Early sales of our spring merchandise, 
especially shoes, have been encouraging. The 
problems of the economy will probably not all be 
solved in 1981. However, we believe that the retail 
picture will See some improvement. We are 
hopeful that Edison Brothers will return to its 
pattern of steadily increasing sales and profits. 


Chairman of the Board President 


St. Louis, Missouri, February 25, 1981 
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—___ SALES GROWTH, mitiions of dollars 
























































——__ NET INCOME, mitions of dollars 
















































































—___ CASH DIVIDEND PAID 
PER COMMON SHARE 
adjusted for stock split in 1978 


70 71 72 73 74 rf3] 76 77 
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____ COMMON STOCKHOLDERS’ EQUITY 


millions of dollars 
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FOOTWEAR and ACCESSORIES 


The Shoe Division enjoyed steady 5 
improvement through the year. During the first 
half, total sales increased, but comparable-store | 
sales were down slightly. This was largely due 
to lower than expected sales of high-heeled | 
dressy shoes. 

Inthe second half of the year, sales strengthened 
steadily, and were particularly strong in the 
closing weeks. The holiday shopping season was 
better than expected. For the full year, the 
division showed a sales increase in comparable 
stores and a slight gain in profits to a new high. 

Casual shoe sales were sparked in part by the 
popularity of Western-influenced styles and the 








Two-story atrium in the newly-remodeled Chandlers Fifth Avenue 


resurgence of classic slip-ons. Dressy shoes also 
showed improvement in the fall season. 

Market segmentation, local differences, and 
fast-changing style preferences are becoming 
increasingly pronounced in fashion retailing 
generally and in the footwear area especially. 
This division's ability to tailor its merchandise 
presentation to the varied markets It serves played 
a key role in producing increases. The personal 
service offered in Edison shoe stores continues to 
be an important factor in customer satisfaction. 





Edison Brothers Shoe Stores began the year 
with higher than desired inventory levels in both 
shoes and accessories. This caused more 
markdowns than usual in the first half of the year 
By year-end, inventories were in line. As a result, 
markdowns in the second half were lower than in 
the same period of 1979. 

This division opened 107 new stores and 
departments and closed 17, for a year-end total 
of 1,125 units in operation. Burts, Bakers, Leeds, 
Chandlers, The Wild Pair, Joan Bari Boutiques, 
and Leased Departments all were included in the 
expansion program. A substantial number of 
openings is planned for 1981 also. 

Growth again provided advancement 
opportunities for many shoe division employees 
Totally, 231 new store managers, 11 new 
regional managers, and 18 new home-office 
executives were promoted from within in 1980. 
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APPAREL 


The apparel segment enjoyed moderately 
increased profits in 1980 in spite of the generally 
poor climate for apparel retailing. The Fashion 
Conspiracy division’s return to profitability after 
a small loss in 1979 was aided by improved 
systems for financial and merchandise control. 
Size 5-7-9 Shops and Fashion Conspiracy 
comparable-store sales rose slightly in 1980. 

Profits in both women's apparel divisions were 
below satisfactory levels and are expected to be 
better in 1981. This will require increased sales 
and lower markdowns through improved buying 





and merchandising. Realignments in the buying 
departments of both divisions about a year ago 
have begun to show encouraging results. 

The Jeans West/Oak Tree division experienced 
significant sales decreases, a situation that 
prevailed throughout the men’s fashion industry. 
However, tight control of inventories, payroll, and 
shrinkage contributed to a small increase in profits. 

The apparel segment opened 98 stores in 1980, 
representing all divisions. Fourteen stores were 
closed. At year-end, 772 apparel stores were in 
operation. 





HARDWARE 


After ten years of healthy gains, sales 
decreased in comparable stores of the Handyman 
division in 1980. Profits were off substantially. 
The sales deciines had several causes, including 
a slowdown in home sales and cutbacks in credit 
card use. An aggressive program of price 
promotions helped to protect Handyman's 
market share, but resulted in lower gross margins. 

The national slowdown in the sale of new and 
used houses was caused by high interest rates. 
New owners of homes are prime customers for 
hardware and home improvement items. 
Nevertheless, sales were strong in some 
categories, particularly energy-saving products. 

Although cash sales were about level, credit 
card sales were down about 20 percent, which 
accounted for virtually all of the sales loss. 





VAs 


The high cost of money affected Handyman 
profits directly in the area of interest expense. 
Slower sales caused higher inventory levels by the 
middle of the year, which also increased interest 
expense. In the second half of the year, vigorous 
steps were taken to reduce inventories, which 
were back in line by year-end. 

This division is continuing its program of steady 
expansion. Six new stores were opened in 1980 
and seven are planned for 1981. Again in 1980, all 
new management positions were filled from within. 

In 1981, Handyman will continue aggressive 
promotional efforts aimed at capturing its share 
of the available home improvement business. 

It would not be realistic, however, to expect sales 
to grow at their previous pace until mortgage 
rates and new home construction also return to 
their earlier levels. 





EMPLOYEE BENEFITS 

Edison Brothers Stores, Inc. and its subsidiaries 
now have approximately 20,000 regular and 
part-time employees on a seasonal average basis. 
Salaries and wages totaled $149,207 ,000 
in 1980 compared to $136,114,000 in 1979. 
Payroll taxes paid by the company in 1980 and 1979 
totaled $11,366,000 and $10,880,000, respectively. 

The company’s contribution to the employees 
health plan trust, which includes hospital, medical, 
dental, and life insurance coverage, was $3,684,000. 
In addition, $4,033,000 was contributed to the 
pension trust in 1980. The cost of the pension 
plan is entirely paid for by the company. On 
January 3, 1981, the market value of the assets 
of the pension trust was $39,400,000. 

The company recognized expense of 
$1,075,000 in 1980 and $1,108,000 in 1979 for 
shares of the company's common stock issuable 
to executives, including store managers, under 
the provisions of the Stock Bonus Plan. 


PERSONNEL CHANGES 
Nineteen executives have been appointed 
to new officer positions. Edison Brothers 
Stores, Inc.: George M. Spreiser was named 
vice president, distribution centers. Joe C. Brown, 


STATISTICAL SUMMARY 


(Dollars in millions, except per share data) 


real estate, and Mark |. Litow, legal, were elected 
assistant vice presidents. 
Edison Brothers Shoe Stores: New assistant 
vice presidents are Joseph Chatman, New York 
City regional manager; George R. Edwards, 
Wilmington distribution center manager; 
Earl R. Ferrara, New Orleans area regional 
manager: Jay F. Hamer, San Francisco area 
regional manager; Glenn J. Holler, controller: 
James G. Morgan, associate buyer, children’s and 
men's shoes; Arnold Sussman, buyer, handbags; and 
Dick Viau, associate buyer, Chandlers casual shoes. | 
Handyman: Named assistant vice presidents 
were Philip Finkel, regional sales manager, 
West Coast, North: John N. Hogarth, advertising 
director; and Paul L. Stubbs, Jr., senior merchandiser. 
Size 5-7-9 Shops: Frank V. Scalia, general 
sales manager, was elected vice president. 
Jeans West/Oak Tree: Karl W. Michner, 
divisional merchandise manager, Oak Tree, was 
elevated to vice president from assistant vice president. 
Fashion Conspiracy: Elected assistant 
vice presidents were Andrea DiGeronimo, 
divisional merchandise manager; Angel Guzman, 
divisional sales manager, Southwest: 
and Doug Whitehead, information systems. 





1980/1970 
10 YEAR 
COMPARISON 1980 1979 1978 1977 1976 1975 1974 1973 1972 1971 1970 

+157% Units end of each year 1,972 1,792 1,620 1,451 1,244 1,145 1,079 1,006 922 870 766 

+233% Net sales $853.4 $793.4 $739.4 $624.3 $532.3 $489.6 $420.5 $372.4 $333.1 $290.9 $256.0 
Cost of goods sold, including 

+225% occupancy and buying expenses 543.7 503.7 460.3 393.1 335.8 312.6 2748 2443 220.6 193.6 167.5 

+273% Taxes other than income taxes 14.9 13.9 W2.7 10.9 9.4 8.5 7.4 7.2 5.8 4.7 4.0 

+194% Interest expense 4.7 4.6 3.7 3.6 3.6 3.8 4.0 3.8 20 2.0 1.6 

+208% Other expenses 210.0 1863 177.0 146.0 125:9 115.4 100.6 904 81.5 73:0 ~<68" 

+497% Income taxes 37.6 405 460 346 290 258 17.3 13.2 10.5 7.6 6.3 

+400% Net income 425 444 457 36.1 28.6 23.5 164 13:5 12:0 AQ0 8.5 

+ 262% Common stock dividends paid 15.2 14.6 11.6 9.2 6.8 5.9 5:2 47 4.4 4.2 4.2 

+250% Total assets 412.0 360.8 333.8 292.2 241.8 2147 180.7 173.1 159.6 140.3 117.7 

= 4% Long-term debt 12:0 13:8 166 17.5 192 20:7 224 Ba? “26:2 . 25:5) “4:0 
Long-term obligations and redeemable 

+ 88% preferred stock 470 446 468 478 457 49.2 3914 36:4 37.6 36.3 25.0 

+247% Common stockholders’ equity 241.1 213.4 1889 1583 1335 1156 995 89.1 83:3 75.7 69)4 
Weighted average common shares 

= 8% outstanding (thousands) 11,531 11,533: 111,622 11,836. 11;947 12:051 123248 12,415 12,565 12,525 12,555 

+455% Total taxes per common share $ 455 $ 4.72 $ 5.05 $ 384 $ 3.21 $285 $2.02 $1.64 $1.30 $ 98 $ 82 

+458% Net income per common share 3.68 3.84 3.93 3.04 2.39 1.95 1.34 1.08 94 19 .66 

+300% Dividends per common share 1.32 1.27 1.00 ht bY 49 43 .38 35 33 33 

+276% Equity per common share 20.95 18.60 16.29 13.51 11.21 9.64 8.20 25 6.63 6.03 5.57 


The statistical summary has been retroactively adjusted to reflect the effects (not material) of application of 
8 Statement of Financial Accounting Standards No. 43, Accounting for Compensated Absences. 








CONSOLIDATED STATEMENTS OF INCOME 




















1980 1979* 1975" 
(53 weeks) (52 weeks) (52 weeks) 
(000s Omitted) 

Ne Sale 8 eds hac Aa eee Ghee weet eee ae $853,389 $793,395 $739,439 
Cost of goods sold, including occupancy and 

DUVING SROGNSSS x ay ecak voi «aca tan toes bane Aa 543,683 503,705 460,283 

Store operating and administrative expenses........... 207,472 187,752 170,091 

Depreciation and amortization .......4..0.s¢s00.0s08565 18,093 15,103 13,062 

WUBrOSt CxO CNS6 es patois. phe ne eeee sees te ee kee tee 4,661 4,602 3,686 

Other deductions (income), net....................... __, (399) (2,698) 579 

773,310 708,464 647,701 

Income before Income Taxes......................... 80,079 84,931 91,738 

PrOVISION TOF INCOME TAKES s.cciawcie wie pia swat ein eus 37,622 40,545 46,032 

INGE INCOME: 66 aston Sunk eee tA aeeos dadeoetnieks $ 42,457 $ 44,386 $ 45,706 

Net Income per Common Share....................... $ 3.68 $ 3.84 $ 3.93 





CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 























1980 1979* 1978* 
(S3weeks)  (52weeks) (52 weeks) 
(000s Omitted) 
Additions to Working Capital: 
NOs INCOME: tu Sioicba sd cawd.o Ree eels ees hot aeons $ 42,457 $ 44,386 $ 45,706 
Depreciation and amortization...................... 18,093 15,103 13,062 
Stock DONS Plat GxXNENSe....5...h 22s tedeedesele eaias 1,075 1,108 3,123 
Cait cgthei: <4 ahaa el ale taneaeanrOA Dae eens 2,816 3,050 __ 1,031 
Working Capital provided from operations............ 64,441 63,647 62,922 
SUROEY.NEl vos cael bos chal a yeweee laws ae een eees 891 
64,441 63,647 __ 63,813 
Reductions in Working Capital: 
Expenditures for property and equipment............ 44,140 34,756 24,856 
DiIViGends CeCaheds 56 44465 ose aseubs hope set caeacs 15,308 14,687 11,695 
Purchase Of Treasury SIOCK as ccicesiciaceees EER owed 1,058 7,420 5172 
Reductions in long-term debt........4...0sc40.004004 1,859 1,764 1,893 
UNG CL Salads ohio Age war eer Rae he ina ata SS 111 783 
62,476 59,410 43,616 
Increase in Working Capital... .. 0... 6.00.0 e000cen cae ees 1,965 4,237 20,197 
Working Capital at beginning of year................... 109,958 105,721 __ 85,524 
Working Capital at end of year........................ $111,923 $109,958 $105,721 








*Restated for effects of FAS No. 43 





See notes to consolidated financial statements. 


CONSOLIDATED BALANCE SHEETS 


ASSETS 


Current Assets: 


Short-term: investments :.: <5. 2.6.25 05a04 onesa dud aweuae saeeeiws es 
Merchandise inventories................ 000 cece eee eee eens 
OtMEr CURFENTE ASSES 64-2 a2. oko edn ainom OAD ORES PERSE EONS 


Total ‘Current Assets: ..... 656044045. 04040a0s Sat awee dowd 


Property and Equipment, at cost, less accumulated depreciation and 
amortization Of $65,797 and $54,640 00. ia ks oa dw enna s saaes 


Property Held under Capital Leases, less 
accumulated amortization of $10,210 and $8,783................. 


(Od h(a aes clo: 1 i Rea a RO te a a ON aE CR On Ue a 


UABILITIES AND COMMON STOCKHOLDERS’ EQUITY 


Current Liabilities: 


ACCOUNIS DayaDle: Tae: wx celitewrde de Hee eos Sa Sees ORS Leo eaeRS 
Peay rollsainG) VaCAblONS oa scuccls oa oes Kaen ea be bh eae ee x See eS 
Ounler aCcnied expenses roc. inca ardayr nuda 268 Miaan-e Haws 
WICOMNE TONGS hac arias che. ped satin wae de te eed ahold so pernas 
UMER Tees iw eee 229 ove atnne ae ee AS a Maree Rae 
Current installments of long-term debt 

and obligations under capital leases.......................... 


Total Current Liabilities.............00....00000...0.... 


LORE Feri DOE. ice eiase dna Ane dye Se Rae as Danae ena ORS 
Obligations under Capital Leases................................ 
Deferred Income Taxes and Other Liabilities....................... 
Redeemable 4%% Cumulative Preferred Stock, par value $100....... 


Common Stockholders’ Equity: 
COMMON SIOCK, Gar Vale Sh. 34 ish avngeeade eet obi aw ewe ee’ 
Caoital in. Excess of Par Valu@usc¢ecscutaccateendwes wns cet eave 
Pre CeO Cee NSS pauiaaauk la Suicide b sree Meare eee eoaiutaae mere 


Total Common Stockholders’ Equity..................... 


*Restated for effects of FAS No. 43 
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January 3, 
1981 


December 29, 


1979" 





(OO00Os Omitted) 


26,732 
10,037 


$411,973 


2,888 


229,046 
241,085 
$411,973 


$ 21,882 
13,531 
156,155 


10,355 


201,923 


122;285 


259,07) 
11,568 


$360,847 


11,473 


201,897 
719,370 
$360,847 


See notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS’ EQUITY 


























Capital in 
Common Excess of Retained 
Stock Par Value Earnings 
(000s Omitted) 

Balance-at Decinnine OF 1978" asia ee cr ce semen e ek a eGo s om $11,716 $146,629 
PICT CONG 674 4.0.080sd es Cheha Sa Ca eee eS aeey tke es ; 45,706 
SIOCK OPTIONS ExerGISOd a... doce bass ase ewe Bees OS 1x 34 > “220 
Stock bonus cistribUblons .. .2 os. Genes vo d4 Fi aeeoss ox 60 1,365 
Common Stock purchased— 213,200 shares . ee (213) (1,585) (3,374) 
Redeemable Preferred Stock dividends — $4. 25 per share sa (80) 
Common Stock dividends— $1.00 per share. tS a (11,615) 

Balance at end of 1978*....................00....004. 11,597 -0- 177,266 
NG TINGO Tels soars ake, Ae ete coh team Bias oe Am oats oe 44,386 
StOCK GHtiONS GXeIClSed «.4 Fios4 45 tat ee ees Cangas gas 41 265 
Stock Honus GISTFIDMIONS «0.4.6 ove Unde dew oats Sawa 62 1,804 
Redeemable Preferred Stock purchased—553shares..... 33 
Common Stock purchased— 226,900 shares . e (227) (2,102) (5,068) 
Redeemable Preferred Stock dividends— $4. 25 per share. (79) 
Common Stock dividends—$1.265 per share. raat (14,608) 

Balance at end of 1979"... ec cca dacs desc tesesveeeses 11,473 -O- 201,897 
Mel tenia. 4. kot ot as Seb tateeG butane asGe setae Ue ; 42,457 
Stock Options exercised «vicky odeuwi ashaows bes aan oo 19 126 
Stock Honus CisiribUtiOns.<. 32 34425 055 tc 4h wre eas 55 1,415 
Redeemable Preferred Stock purchased—91shares...... S 
Common Stock purchased—40,000 shares . ia (40) (1,014) 

Redeemable Preferred Stock dividends— $4. 25 per shat re... (77) 
Common Stock dividends—$1.32 per share. signs ME (15,231) 

Balance at endof 1980.................... 0.0.0.0 00004. $11,507 $ 532 $229 046 

| *Restated for effects of FAS No. 43 See notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Fiscal year—The Company’s fiscal year ends on the Saturday closest to December 31. References to 1980, 1979, and 1978 
are to the 53 weeks ended January 3, 1981, 52 weeks ended December 29, 1979, and 52 weeks ended December 30, 1978. 
Consolidation —The financial statements include the accounts of all subsidiaries; intercompany accounts and transactions have 
been eliminated. 

Short-term investments are stated at the lower of cost or market. 


Inventories —A portion of the inventories (59%) is stated at the lower of cost, principally average cost, or market, based principally 
On anticipated realizable values. The other portion (41%) is based on the retail method. 


Depreciation—Depreciation and amortization of property and equipment and property held under capital leases are computed 
on the straight-line basis. 


Preopening Expenses — Store preopening expenses are charged against income as incurred. 


Income Taxes—Investment tax credits are accounted for under the flow-through method. Deferred income taxes generally 
result from timing differences related to depreciation and amortization and stock bonus expense. 


Income Per Share —Net income per Common share is based on the weighted average number of shares outstanding (11,531,000 in 
1980, 11,533,000 in 1979, and 11,622,000 in 1978). Shares issuable under the stock option and stock bonus plans did not 
have a material dilutive effect on earnings per share. 


Accounting Change — During 1980, the Company adopted Statement of Financial Accounting Standards No. 43 and has accordingly 
changed its method of accounting for employee vacation expenses. The 1979 and 1978 financial statements have been retro- 
actively adjusted to reflect accrual of vacations, resulting in a decrease in retained earnings of $1,774,000 as of December 31, 1977, 
which represents the cumulative effect of the change applicable to prior years. The effect of the accounting change on net 
income as previously reported is $331,000 or $.03 per share for 1979 and $286,000 or $.02 per share for 1978. 


PROPERTY AND EQUIPMENT AND PROPERTY HELD UNDER CAPITAL LEASES —The major classifications are as follows: 











Estimated Cost 
Property and Equipment: life in years January 3, 1981 December 29, 1979 
I) ca ee ee a ene apr Rel lense oe $ 14,307,000 $ 12,290,000 
Buildings: swe ee tlena a e.c ane 25 30,271,000 24,221,000 
Leasehold improvements.......... 10-15 101,507,000 84,983,000 
Fixtures and equipment........... 5-10 69,471,000 55,431,000 
$215,556,000 $176,925,000 
Property Held Under Capital Leases, 
principally DUNGINGS <5 0% san + ou ue 20-50 $ 38,942,000 $ 33,854,000 


LINES OF CREDIT —Lines of credit totaling $51,500,000 were available but unused by the Company at January 3, 1981. There 
are no restrictions on withdrawals of the existing lines of credit. 











LONG-TERM DEBT— January 3, 1981 December 29, 1979 
Installments Subsequent Installments Subsequent 
Maturity due in 1981 maturities due in 1980 maturities 
Promissory Notes: 
HORE Os Oy0r: os ine ae wee et 1982-1984 $ 813,000 $ 1,975,000 $ 812,000 $ 2,788,000 
COPD oe 2 cece oma ee ee 1991 922,000 9,224,000 922,000 10,146,000 
OURG Tees Pat et seem Various 124,000 791,000 123,000 915,000 








$1,859,000 $11,990,000 $1,857,000 $13,849,000 











The aggregate amounts of principal of long-term debt payments required for the years 1981 through 1985 are $1,859,000, 1981; 
$2,068,000, 1982; $1,994,000, 1983; $1,338,000, 1984: and $978,000, 1985. 




















| 
| 
| 





REDEEMABLE PREFERRED STOCK—The Redeemable 414% Cumulative Preferred Stock, which is redeemable at $104 a share 
($1,886,000 as to outstanding shares) plus accrued dividends upon call or voluntary liquidation and at $100 plus accrued dividends 
upon involuntary liquidation, is summarized as follows: 








Shares 
January 3,1981 December 29, 1979 December 30, 1978 
Authorized and originally issued................... 65,000 65,000 65,000 
Less: Sinking fund redemptions................... 41,600 40,300 39,000 
HOICMIMMGASURV is tet nc kc © e, Aac oh omecate oe 5,266 6,475 1222 
URSTANMIN Giekrris tin gtx ea ones wre a eg 18,134 18,225 18,778 


The Company has fulfilled sinking fund requirements for the annual redemption and cancellation of 1,300 shares through 
January 3, 1981. Shares presently held in the treasury are sufficient to fulfill annual redemption requirements through 1984. 








COMMON STOCK— Shares 

January 3, 1981 December 29, 1979 
Issued /(30/000;000 authorized)... 0... oe aw cee ew eee 13,462,363 13,388,366 
eR SenELCMMNPINCAS UNM yoda. sic Rn alae wis eatan. eta ya mod eae 1,955,152 1,915,152 
OME TT A Se re gee emer enn r rr 7 11 507-211 11,473,214 


The Company had a Qualified Stock Option Plan for the sale of Common Stock of the Company to executives, including store 
managers. The right to grant options expired in 1976 and all unexpired options were either exercised or cancelled in 1980. At the 
beginning of 1980 there were 20,122 options outstanding and exercisable at $7.50 per share. Options exercised at $7.50 per 
share were 19,372, 1980; 40,765, 1979: and 33,877, 1978. 


Under the 1975 Stock Bonus Plan, as amended in 1980, 1,500,000 shares of Common Stock may be issued to executives, 
including store managers. The stock is distributable in installments from two to six years after grant, based on the excess of market 
value at time of distribution over the base price (which may not be less than 75% of market value at date of grant). The cost of 
the plan is being charged against income over the applicable six year period. The annual charge ($1,075,000 in 1980, $1,108,000 in 
1979, and $3,123,000 in 1978) will vary depending on changes in the market price of the Company's Common Stock over the term 
of the bonus grants. Based on the quoted market value of the Common Stock at January 3, 1981, the following number of shares 
are issuable at January 3, 1981: 


Date of grant Base price range Issuable shares 
TOP RC bd ae ce reg erat a rte cai, Oil w Slaha anne ala Sei tes $ 6.33 and $10.33 51,000 
INS Aer Rae tien ace Pad hn oid hema Rai peace Gee cae 13.33 and 13.67 19,000 
1) TSE OY ge A PP, Une WCET ae rR Pe Sen 16.33 13,000 
LTR osteo Oe ahr lies: 5: Rea ae RG) ac i: chars om tec gE GRE 19.50 and 24.50 3,000 
Caen eee arate ha cm OH rien 2 kh Wane epee tec eee 24.50 1,000 
UGE Dierae SOR ae Pine MR ced esau a Ake 6 Coulih eaten rte 24.50 2,000 

89,000 


The base prices ranged from 82% to 90% of market value at dates of grant. A total of 232,693 shares (54,625 in 1980, 
62,697 in 1979, and 59,424 in 1978) have been issued under the provisions of the plan; accordingly, 1,267,307 shares are 
available for issuance under outstanding and future grants. 


RETAINED EARNINGS—The terms of the instruments relating to long-term debt and the Redeemable Preferred Stock contain 
certain restrictions including limitations on the payment of dividends (other than stock dividends) and the acquisition of capital 
stock of the Company. Retained Earnings of $81,923,000 as at January 3, 1981, are free of such limitations. 


LEASES — Operations are, for the most part, conducted in leased premises. A majority of leases provide for percentage rentals 
based upon sales, and other items, as additional rent. Net rental expense for operating leases, including the land portion of 
capital leases, and subleases Is as follows: 





1980 1979 1978 
PUNTO cs shen texel ice att Gode-ancan de og eave Ran een eee $42,246,000 $36,232,000 $31,270,000 
Based MOM Sale GS 3s butte quenn'a Gh cy aabee x Oh anne Inter ty ada eeed 8,106,000 7,738,000 8,364,000 
eR cr eter das ASG EAR ae akin s Gah ces eS ee 11,446,000 7,984,000 6,762,000 
LOSS? SUDIeaSe INCOM Gs  nuuettern hoo aha g Sh oe aa pee ee ei (729,000) (695,000) (679,000) 





$61,069,000 $51,259,000 $45,717,000 








Future minimum lease payments required under leases as of January 3, 1981 are as follows (000s omitted): 





Beyond 
1981 198219831984 19851985 Total 
Onerating leases... exces nace adv $44,849 $43,440 $41,801 $40,117 $38,492 $266,347 $475,046 
Capital leases... os s.k ees cares nas 3,765 3,472 3,460 3,461 3,469 56,105 73,7382 


The $73,732,000 total shown for capital leases includes $39,467,000 representing interest and $34,265,000 representing 
the present value of net minimum lease payments. The current portion is $1,029,000 and the non-current portion is $33,236,000. 
Future minimum lease payments have not been reduced by minimum sublease rentals of $2,448,000 (capital leases) and 
$3,290,000 (operating leases) due in the future under noncancelable subleases. Contingent rentals on capital leases are not 
material. 


PENSION PLAN—The Company has a pension plan covering employees who have met eligibility requirements as to age and 
service. Pension expense was $4,033,000 in 1980, $3,843,000 in 1979, and $3,321,000 in 1978, including amortization of 
unfunded past service cost over periods ranging from 30-40 years. The Company's policy is to fund, at a minimum, pension 
cost accrued. Based on the most recent report by the Company’s consulting actuaries, which is as of January 1, 1980, 
accumulated plan benefit information and plan net assets are as follows: 


January 1, 1980 January 1, 1979 
Actuarial present value of accumulated plan benefits: 
WOOO sss declan, 21d S aaa aeRO ME ak os ia OAM $23,448,000 $20,040,000 
DREN SERUE Sc doit db ghana B cetgde Oe ches ta ce hN ae, Gus 961,000 ,000 
$24,409,000 $20,940,000 
Net assets available for benefits...................0... $32,502,000 $27,087,000 


The assumed rate of return used in determining the actuarial present value of accumulated plan benefits was 9% at the end 
of both 1979 and 1978. 
































INCOME TAXES — 1980, POEs (1978 
Reconciliation of Federal statutory rates to effective income tax rates: 
Federal corporate statutory rate... 0... eee 46.0% 46.0% 48.0% 
Increase (decrease) in taxes resulting from: 
State and local income taxes, net of Federal income tax benefit........... 3.4 3.5 3:3 
RNISECIANGOUS: TEHIS uc out 3 bated 2 rece 6 sek omaay Aerie ee (2.4) (1.8) (1.1) 
AGHIGI TAK GXOONSE.. «x ius aug bce ale Me ond wea ele chs ads ee ok See 47.0% 47.7% 50.2% 
Components of deferred income tax expense (000s omitted): 
ACCCETAIEN CEDEEIANON «se 45 0a eed Poh od Pee a Dee she ee eee $2,055 $2,276 $1,935 
WOTTON sur ts6 0 ascent te se GU ar fol Seige ee ee eh ene eee 2301 983 (1,679) 
Deielred INCOME TAMOXDENSE:. 04.4. 050. css 0on os eand one ove nend aoe $4,392 $3,259 $ 256 
Invesiment tax credits (O0DS OMmitiedy)..5.icc084<% dae pack Sodbsemse ee eae $2,094 $1,676 $1,240 





BUSINESS SEGMENTS—The Company is engaged in the operation of stores in three areas of retailing: footwear, hardware, and 
apparel. Footwear includes primarily women’s shoes and accessories; hardware includes hardware and other articles used by home 
owners in the improvement, maintenance, and repair of their homes; apparel includes men’s and women’s fashion apparel and 
related items. The following summarizes the operations of the Company’s business segments: 






































































































































000s Omitted 
1980 Footwear Hardware Apparel Consolidated 
SELES 5 clo cual Ae ee Seren Caer eee eet rae ay $473,960 $193,513 $185,916 $853,389 
Operating income, as defined in FAS No. 14................ $67,216 © $11,925 $ 8,138 $ 87,279 
INGLE STEEN PONSCla erica enw Sh Gets ise avon ws bear (3,591) (1,032) (38) (4,661) 
Intercompany interest and general corporate expenses......... 5,945 (5,357) (3,127) (2,539) 
Income beforeincome taxes). «6. a. an. scmcuct eo bamam tes 69,570 5,936 4,973 80,079 
HO mettaxesiaas.: Mer. Somes alk Bien Lui ly, sredaielin phat aventen 33,374 2,421 1,827 37,622 
NGMINGOM Geieieas cece ete renee cea te eet aly $ 36,196 $3,115 $ 3,146 $ 42,457 
Identifiable assets, including intangibles................... $204,126 $122,614 $ 85,233 $411,973 
RelallROPAVAlINPsASSEISit ic. soles auste diet ss due a emanate earns 196,627 66,893 66,855 330/375 
Mepreciationvandhamortization.. «4.4.00 se dana nee es 1022 4,215 6,356 18,093 
Expenditures for property and equipment and 
property held under capital leases..................005. 18,000 16,938 14,290 49 228 
1979 
a CSUs 5 Sect nein buktahnun staan Boma $441,930 $186,354 $165,111 $793,395 
Operating income, as defined in FAS No. 14................ $ 68,606 $ 17,437 $ 5,798 $ 91,841 
[RLETESIEXKD ENS Ceti Tt, center gl anliya le duce! Arty awa a 6 bete aigple es (3,968) (619) (15) (4,602) 
Intercompany interest and general corporate expenses......... 4 030 (4,093) (2,245) (2,308) 
INGOMEVDETONENINCOME TAXES... wn cau ee feet owsesewendte as 68,668 V2 20 3,538 84,931 
INGOICNLAROS Marien hs ot calc, te i-5 ance ue aa fun thay Grama GRANTS 33,449 6,078 . 1,018 40,545 
NetMIN GO ICMP Ste ct 5 feu} n.on'a) de’ au tarahat alia tien hans $ 35,219 $ 6,647 $ 2,520 $ 44 386 
Identifiable assets, including intangibles................... $175,272 $106,881 $ 78,694 $360,847 
REPAINGDCLAUNPUASSEIS a 4 5 ua ences daa ha abe e eae emer 167,882 61,803 63,582 293,267 
Denreciationsand amortization: <2. 2.60000 0sun0cee anaes 6,590 3,537 4,976 15,103 
Expenditures for property and equipment and 
property held under capital leases..................0.5. 12,310 9,154 13,855 30,319 
1978 
SAS ceva hs Reebok als hee ORE cee ee $426,715 $167,980 $144,744 $739,439 
Operating income, as defined in FAS No. 14................ $ 67,881 $ 16,536 $ 13,062 $ 97,479 
[RIETESMEXDENSGis sictecetiele beta cidBe. Googur earn ath nao ly oom cunile Soe (3,160) 512) (14) (3,686) 
Intercompany interest and general corporate expenses......... 2,067 (3,381) (741) (2,055) 
INCOMEHDEFORENINCOME TAXES | seis chat ec wu cows es anes 66,788 12,643 12,307 91,738 
INGO MPRANCS rem trper WA Rede. 5 Thain aa ora aso PY Rs 34,174 6,288 5,970 46,032 
NETRING OMG maemo wimeree at Me Oe acta hi eee haan hon $ 32,614 $ 6,355 $ 6,737 $ 45,706 
Identifiable assets, including intangibles................... $175,342 $ 94,089 $ 64,339 $333,770 
RETAIOPELALINPXASSELSia 2h o. os ag ended woe nde 166,423 51,825 49,120 267,368 
DenreciatOnrandiamOntizatiOn.: 6 ac sits ews onc ewes wan umes 6,377 3,066 3,619 13,062 
Expenditures for property and equipment and 
property held under capital leases...................... 6,562 7,880 11,834 26,276 


Retail operating assets consist primarily of current assets, leasehold improvements, and fixtures and equipment. Interest 
expense represents interest charged on each segment'’s long-term debt and obligations under capital leases. Intercompany interest 
is interest charged on intercompany borrowings. General corporate expenses are allocated to each segment based upon sales. 
Income taxes are calculated by each segment as if it were to file a separate income tax return. The financial results of the Cover 
Story division, which operations were terminated in 1978, have been included with the footwear segment. 














CHANGES IN. WORKING CAPITAL BY ELEMENT — 














1980 1979 1978 
Increase (decrease) in current assets: 
Cash and:short-tenm invesinients +... oa... sees ao oe sees $10,147,000 $(13,212,000)  $ 2,290,000 
WMenchamdiseninventOneS: ac" sn xn cues eee een eee ee 11,132,000 20,675,000 25,702,000 
QEREICUIENENLASSELS i ese 5 wre etre ee tw a pee eee 243,000 284,000 2,066,000 
21,522,000 7,747,000 30,058,000 
Increase (decrease) in current liabilities: 
Accounts payable, accrued expenses and other liabilities........:.. 16,267,000 9,445,000 2,590,000 
[COMME EA KOS) rari nips coset cotta eee ee eaten nae ra elie 2,933,000 (5,997,000) 7,242,000 
Current installments of long-term debt and obligations 
WINGER CapitalilegSeS:. .0 «.cea0 pane ares ie enero 357,000 62,000 29,000 
19,557,000 3,510,000 9,861,000 
Ineredsecin Working Galuitaline< waa shane eoetremninns Gk oe ee $ 1,965,000 $ 4,237,000 $20,197,000 








ACCOUNTANTS’ REPORT 


Board of Directors 
Edison Brothers Stores, Inc. 
St. Louis, Missouri 


We have examined the consolidated balance sheets of Edison 
Brothers Stores, Inc. and subsidiaries as of January 3, 1981 
and December 29, 1979, and the related consolidated state- 
ments of income, common stockholders’ equity and changes 
in financial position for each of the three years in the period 
ended January 3, 1981. Our examinations were made in 
accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered neces- 
sary in the circumstances. 


In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Edison 
Brothers Stores, Inc. and subsidiaries at January 3, 1981 and 
December 29, 1979 and the consolidated results of their 
operations and changes in their financial position for each of 
the three years in the period ended January 3, 1981, in con- 
formity with generally accepted accounting principles applied 
on a consistent basis after restatement for the change, with 
which we concur, in the method of accounting for employee 
vacation expenses as described in the notes to the consoli- 
dated financial statements. 


ee Es: 


St. Louis, Missouri 
February 25, 1981 





SUPPLEMENTAL INFORMATION ON CHANGING PRICES (UNAUDITED)—The following information is mandated by Financial 
Accounting Standards Board (FASB) Accounting Standard No. 33. It represents an experiment by the FASB and purports to 
show the impact of inflation on the cost of goods sold and depreciation portions of the Company’s income statement. Its intent is 
to better inform the investing public. We think it fails in this purpose and would have better been omitted. It fails, in part, (a) because 
it applies an index which is influenced primarily by energy, housing, food, and medical costs and relatively little by the kinds of 
merchandise the Company sells (which have increased in price much more slowly) and this index is applied to only a portion of the 
income statement, resulting in substantial distortions, and (b) because it recognizes only the impact of inflation on expense items 
while ignoring gains which might have been earned on appreciated properties, etc. 


The supplemental information on changing prices does not reflect a comprehensive application of inflation accounting. During 
the experimental period, the FASB decided to focus on those items it believes to be most affected by changing prices, 
that is: (1) the effect of both general inflation and specific price changes on inventories and properties and related cost of goods 
sold and depreciation expense, and (2) the effect of general inflation on monetary assets and liabilities. 


The accompanying supplemental statement of income presents income data under three required measurement methods: 


1. As Reported in the Statement of Income—This amount is net income as reported in the primary financial statements on the 
historical cost basis of accounting. 


2. Adjusted for Required Constant Dollar Accounting Calculations—This is supposed to represent the historical amounts of 
revenues and expenses stated in dollars of the same (constant) general purchasing power, as measured by the average level 
of the Consumer Price Index (CPI) for 1980. Under this method, historical amounts of depreciation expense and cost of goods 
sold are adjusted to reflect the change in the level of CPI that has occurred since the date the related assets were acquired. 
The amounts of revenues and other costs and expenses already approximate average 1980 constant dollars and remain 
unchanged from those amounts presented in the primary financial statements. We feel that this method is totally inapplicable 
to our circumstances, particularly as it relates to inventories and cost of goods sold. This conclusion is supported by the 
results of the current cost calculation, which more closely reflects the actual effect of inflation. 


. Adjusted for Current Costs—Income under current cost accounting attempts to deal with a different issue from income 
adjusted for the effect of required constant dollar accounting. The prices the Company pays for inventories and properties 
have risen at a different rate from the general inflation rate as measured by the CPI. Current cost accounting measures 
inventories and properties at their current cost (rather than their historical cost) at the balance sheet date; cost of goods sold 
is based on current cost at the date of sale and depreciation is computed on average current cost for the year. The current 
cost inflation adjustment relating to cost of goods sold is 77% less than the constant dollar adjustment. However, even 
this relatively small adjustment is misleading since the Company has historically been able to compensate for specific 
merchandise cost increases by increasing prices in an amount sufficient to maintain or improve its gross profit percentage on 
sales. 


No adjustments to or allocations of the amount of income tax expense in the primary financial. statements were made in the 
computation of the supplemental information. 


When prices are increasing, holding monetary assets (e.g., cash and receivables) results in a loss of general purchasing 
power. Similarly, liabilities are associated with a gain of general purchasing power because the amount required to settle the 
liabilities represents dollars of diminished purchasing power. The net gain in purchasing power is shown separately in the 
accompanying data. The amount has been calculated based on the Company's average net monetary liabilities for the year 
multiplied by the change in the CPI for the year. Such amount does not represent funds available for distribution to shareholders. 


Under current cost accounting, increases in specific prices of inventories and properties are not included in net income but are 
presented separately. The current cost increase is reduced by the effect of general inflation measured by applying the annual 
CPI rate of change to the average current cost balances of inventories and properties. 


A substantial part of footwear and apparel inventories are high fashion merchandise; therefore, it would be difficult for the 
Company to replace specific merchandise on hand. However, if the Company could replace specific merchandise, current cost 
would approximate historical cost amounts. The current cost of other inventories was computed by application of an appropriate 
Bureau of Labor Statistics (BLS) Producer Price Index to historical cost. The calculation also reflects the effect of inventory 
turnover. As noted previously, the Company has historically been able to compensate for merchandise cost increases by increasing 
prices in an amount sufficient to maintain or improve its gross profit percentage on sales. 

Since the current cost to replace specific footwear and apparel merchandise approximates historical amounts, cost of sales on a 
current cost basis for those divisions approximates historical cost. The balance of the current cost of sales calculation was 
estimated through adjustment of historical cost by application of the percentage change in the applicable BLS Index. The 
adjustment assumed that purchases preceded sales by a determinable amount of time and that the changes in the BLS Index 
were spread evenly throughout the year. 


The current cost of owned buildings and property held under capital leases was determined, for the most part, by applying 
current square footage costs to the replacement square footage of the applicable properties. In certain cases, appropriate external 
indices were applied to historical costs. 

The estimated current cost of footwear and apparel store properties is based on the current cost of prototype stores (which 
are smaller than many stores currently in operation). In effect, a prototype store represents the type of store the Company is 
constructing today from the standpoint of materials used, size, merchandise display, etc. Current cost for existing stores, then, is the 
prototype store cost for each division multiplied by the number of stores in that division, adjusted, when necessary, to provide 
additional selling space if the prototype size would be unable to duplicate a store’s present selling capacity. 


w 


The current cost of most other properties was determined by applying appropriate external indices to the historical costs of 
appropriate narrow classes of assets. Current cost depreciation is based on the average current cost of properties held during 
the year. The depreciation method and useful lives are the same as those used in preparing the primary financial statements. 
Current cost calculations involve a substantial number of judgements as well as use of various estimating techniques that have 
been employed to limit the cost of accumulating the data. The data reported are not in any way precise measurements of the 
assets and expenses involved, but instead represent approximations of the price changes that have occurred in the business 
environment in which the Company operates. Current cost does not purport to represent the market value of inventories 
or properties. 


SUPPLEMENTAL STATEMENT OF INCOME ADJUSTED FOR INFLATION ACCOUNTING CALCULATIONS (UNAUDITED) 
For the Year Ended January 3, 1981 





(000s Omitted) 
Net income as reported in the statement of income................ 00.00. eee ce eee eee $42,457 
Adjustments to restate costs for the effect of required constant dollar accounting calculations: 
GOSRORBOOES SOIC E cancers 4 aes ants sesso ean de cr eee) serene eae ete Se (19,179) 
DenreciatlonsandramOnmizatOns<2 8 9te . peel ous eet a ce eeeon os etoaed aaa eee ( 7,662) (26,841) 
Net income adjusted for effect of required constant dollar accounting calculations.............. 15,616 
Adjustments to reflect the difference between required constant dollar accounting 
calculations and changes in current costs: 
COSTHONM EOC SHO0 Ulta conc cata.sas acney ote cca das ep aimee fatal arate cates a de ta 14,719 
De Gnecaen and amonizaton'.., § Sxss.qcx acto va: seen ic hom ures mouse atiienn d aoeteamearee nae 1,431 16,150 
Net income adjusted for changesiniCUmentGOSIS.. ..2%s5200ie8 inne doo. csnsskodhen aus $31,766 
Purchasing power gain from holding net monetary liabilities during the year................... $11,529 
Increase in current cost resulting from the application of an index to current cost 
of inventories and properties held during the year*. 20.2... cee eee $24,262 
Less effect of increase due to required constant dollar accounting calculations................ 45,240 


Excess of increase due to required constant dollar accounting calculations over increase in 
current cost resulting from the application of an index to current cost..................... $20,978 


“At January 3, 1981, current cost of inventory was $168,302,000 (historical amount—$167,287,000) and current cost of property, equipment, 
and property held under capital leases, net of accumulated depreciation, was $249,412,000 (historical amount—$178,491,000). 


FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTAL FINANCIAL DATA 
ADJUSTED FOR INFLATION ACCOUNTING CALCULATIONS (IN AVERAGE 1980 DOLLARS) (UNAUDITED) 


(000s Omitted) 1980 1979 1978 1977 1976 

InGeNed NEESBIES: «Je Ue same ate Bein Mller ac eek eee $853,389 $900,503 $933,755 $848 763 $770,366 
Historical Cost Information Adjusted for Required 
Constant Dollar Accounting Calculations: 

NETINCOMSY 2 tact t heat ms eee Beem ee 15,616 25,276 

Net income per Common share................... 1,35 2.18 

NetassetS-atvearend. 2S oan Se oto kas ea 297,739 289,481 
Current Cost Information: 

Net IMGO TNCs acu skiee teers ot, 3 olla ee ae ale meee 31,766 40,792 

Net income per Common share................... 240 3.09 


Excess of increase in inventories and properties due to 
required constant dollar accounting calculations 
Over increase in current cost resulting from the 


application of an index to current cost............ 20,978 27,558 
Netassetscatyeareend a wwciens 0c oem te enue wees 319,626 314,919 
Other Information: 
Purchasing power gain from holding net monetary 
* Habilities during the Vear ou .. 6 . on ste ene 11,529 11,698 
Indexed cash dividends paid per Common share....... 1.33 1.45 1.27 1.06 83 
Indexed market price of Common shares at year-end.... 23.64 26.84 BH ai 32.49 28.21 
Average consumer price index.................... 246.8 2174 195.4 181.5 170.5 
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FINANCIAL REVIEW 


FINANCIAL CONDITION—The company continued in a liquid financial condition at the end of 1980. Cash and short-term 
investments totaled $45,560,000. Cash generated internally during the year exceeded $64,000,000 and working capital was 
$111,923,000 at year-end. Capital expenditures of $44,140,000 in 1980 and $34,756,000 in 1979 were financed internally. 
Management considers working capital adequate for future growth and for foreseeable contingencies. Seasonal changes in working 
capital requirements are primarily financed through the commercial paper market. Back-up bank lines of credit of $51,500,000 were 
in effect at year-end. 

Inventories at the end of 1980 were at planned levels. This is in contrast to higher than planned inventories at the end 
of 1979. Inventories were brought into line during 1980 by liquidation through regular clearance sales and price promotions 
and by control of new purchases. 

OPERATING RESULTS—At the end of 1980 the company was operating 1,972 stores, an increase of 180. In 1979, the 
number of stores in operation increased by 172. 

Sales increased 7.6% in 1980 and 7.3% in 1979. The sales increases resulted primarily from the addition of new stores, with 
sales in comparative stores approximately level in both 1980 and 1979. The 1980 sales figures reflect both general economic 
conditions and a drop in credit sales, offset in part by the 53rd week of the fiscal year. 

Cost of goods sold, including occupancy and buying expenses, was 63.7% of sales in 1980, 63.5% in 1979, and 62.2% in 1978. 
Higher markdown expense in 1979 and higher occupancy and buying costs in 1980 were the principal reasons for the changes 
from year to year. 

Store operating and administrative expenses were 24.3% of sales in 1980, 23.7% in 1979, and 23.0% in 1978. The trend 
in 1980 and 1979 reflects the fact that sales in comparative stores have been flat while inflation has continued to push operating 
expenses up. 

Consolidated net income in 1980 was 4.3% less than 1979 and 1979 net income was 2.9% less than 1978. The decreases in 
net income reflect the sales trends noted above, combined with increasing levels of expense. While net income is off in both 
dollars and percent from the record year of 1978, the company continues to enjoy one of the best rates of return in the 
retail industry. 

INFLATION—The company has generally been able to compensate for merchandise cost increases by increasing its prices 
sufficiently to maintain or improve its gross margins. Historically, the company has controlled expenses through increased 
productivity, reduction of store sizes, and increases in comparable-store sales. In the past two years sales have not increased 
at the same rate as expenses, which rose as the result of inflationary pressures. 

A further discussion of the impact of inflation is contained in the notes to consolidated financial statements. 


QUARTERLY INFORMATION 









































000s Omitted Common Share Dividend 
Net Cost of Net Earnings Market Price Per Common 

Quarter Sales Sales Income Per Share High Low Share 
MST (UGIWECKS) isi ctia.c nurs ne sos $227,621 $146,085 $ 8,700 $75 $27.00 $20.25 $ .33 
AnGnVOIWEEKS) iw. ca ee 155,390 100,534 6,805 59 26.75 21.00 mi) 
SION oMWEEKS)o) oo... cc. 209,738 133,731 9,200 80 33.00 25.25 38 
ATHRCARWEEKS)) can. ee ae 260,640 163,333 WIMIBYE 1.54 3175 24.00 oO 
UGSOMRISGalWWeat. aes... $853,389 $543,683 $42,457 $3.68 $33.00 $20.25 $132 
USt(GLG:WERKS)s, ok ow $217,481 $139,005 $ 9,312 $ .80 $33.50 $28.00 $ .275 
PIVORELOSWEEKS) soxac cas oka v8 148,324 94,197 8,044 69 35.00 28.75 i) 
BRON WECKS)in 0. ces cs ta 5 8s 199,932 128,231 10,086 88 32.88 26.50 30 
AT (US:WEEKS)inat. co ck oe ae 227,658 142,272 16,944 1.47 30.25 23.50 33 
OFS Fiscal Year. is... ee: $793,395 $503,705 $44 386 $3.84 $35.00 $23.50 $1.265 

















The Company’s first quarter contains 16 weeks so as to include consistently the effect of Easter sales in that quarter. 
Each year’s fourth quarter results reflect the significant effect that Christmas sales have on the Company's overall profitability. 
Results for 1979 have been restated to reflect adoption of FAS No. 43. 


Edison Brothers Stores, Inc. Common Shares are listed on the New York Stock Exchange 
Transfer Agent: Bradford Trust Company, New York, N.Y. 10004 Registrar: The Chase Manhattan Bank, New York, N.Y. 10015 
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NE ee ee Ea ee ee ae PAIN OVX 
-—ASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIF| 
JEANS WEST-:THE WILD PAIR: SIZE 5-7-9 SHOPS:BURTS 
THE HANDYMAN : JOAN BARI: JEANS WEST : OAK TREE 


THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BAR| 
-HANDLERS:SIZE 5-7-3 SHOPS:FASHION CONSPIRACY 
-EEDS: THE WILD PAIR: BURTS : BAKERS: CHANDLERS 
JOAN BARI-JEANS WEST: OAK TREE: THE HANDYMAN 
3URTS:FASHION CONSPIRACY:THE HANDYMAN:LEEDE 
3AKERS:-OAK TREE:-CHANDLERS:LEEDS JEANS WEST 
-“ASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST:THE WILD PAIR:SIZE S-7-9 SHOPS:BURTS 
THE HANDYMAN :- JOAN BARI: JEANS WEST: OAK TREE 
sIZE lied SHOPS: ae wocclc dibs dooms ® CHANDLERS 


IAK TREE- LEEDS: -CHANDLERS:- JEANS WEST: BAKERS| 
THE WILD PAIR: BAKERS: SIZE S-7-9 SHOPS: JOAN BARI 
-HANDLERS:SIZE S-7-9 SHOPS:FASHION CONSPIRACY 
-EEDS:- THE WILD PAIR: BURTS: BAKERS: CHANDLERS 
JOAN BARI: JEANS WEST: OAK TREE: THE HANDYMAN 
3URTS :FASHION CONSPIRACY:THE HANDYMAN:LEEDS! 
3AKERS:OAK TREE-CHANDLERS:-LEEDS JEANS WEST 
-“ASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST:-THE WILD PAIR:SIZE 5-7-9 SHOPS:’BURTS 
THE HANDYMAN : JOAN BARI: JEANS WEST: OAK TREE 
sIZE 5-7-9 SHOPS : FASHION CONSPIRACY : CHANDLERS 
IAK TREE:-LEEDS: CHANDLERS: JEANS WEST:BAKERS 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BARI 
-HANDLERS:SIZE 5-7-9 SHOPS:FASHION CONSPIRACY} 
-EEDS:- THE WILD PAIR: BURTS : BAKERS: CHANDLERS 
JOAN BARI: JEANS WEST: OAK TREE: THE HANDYMAN 
3URTS:FASHION CONSPIRACY:THE HANDYMAN-:-LEEDS| 
3AKERS:-OAK TREE:-CHANDLERS-LEEDS JEANS WEST 
-“ASHION CONSPIRACY: THE HANDYMAN: THE WILD PAIR 
JEANS WEST:THE WILD PAIR: SIZE 5-7-9 SHOPS’ BURTS 
THE HANDYMAN : JOAN BARI: JEANS WEST: OAK TREE! 
aIZE 5-7-9 SHOPS - FASHION CONSPIRACY : CHANDLERS) 
IAK TREE- LEEDS: CHANDLERS: JEANS WEST:BAKERS| 
THE WILD PAIR: BAKERS: SIZE 5-7-9 SHOPS: JOAN BARI 
-HANDLERS:SIZE S-7-9 SHOPS:FASHION CONSPIRACY | 
-EEDS: THE WILD PAIR: BURTS: BAKERS: CHANDLERS) 
JOAN BARI: JEANS WEST: OAK TREE: THE HANDYMAN! 
3URTS:FASHION CONSPIRACY:THE HANDYMAN-: LEEDS! 
3AKERS:-OAK TREE:-CHANDLERS:-LEEDS JEANS WEST 










